INTRODUCTION AND LITERATURE REVIEW
The formulation of integrated rating methodology is one major step towards evaluation of performance and quality enhancement. This will help in assessing the gaps and formation of the required action plans. The aim of this initiative is to rate all utilities in power distribution sector on the basis of their performance and evaluate their ability to sustain. In present study the rating analysis is presented for the financial year 2015-16 for different state distribution utilities in India. The methodology awarded marks based on various parameters. In certain parameters marks have been assigned for both current levels of performance and relative improvement from year to year. In the present paper an evaluation of state power utilities is done to provide a comparative integrated view. Secondary data has been used in this paper to study the rating analysis of state power distribution utilities in India. Data is compiled from the reports of State Electricity Regulatory Commissions, Power Finance Corporation, World Economic Forum, and Annual [R State Discoms Reports and manual of recommendations of distribution reforms committee. The reports of State power entities of Ministry of Power have also been analysed. Further the annual performance reports and e-books published have been considered. 
OBJECTIVES OF THE STUDY

INTEGRATED RATING ANALYSIS
The main objective of developing the integrated rating system for state distribution utilities is to devise a mechanism for improving operational and financial health. The objective of the exercise is to rate all utilities in power distribution sector on the basis of their performance and their ability to sustain. The rating methodology also serves a basis for receiving subsidies and assistance by the power sector through various schemes. The integrated rating methodology facilitates realistic assessment by Banks/Fls of the risks associated with lending exposures to various state distribution utilities and enable funding with appropriate loan covenants for bringing overall improvement in operational, financial and managerial performance. The rating parameters include operational performance parameters such as audited accounts, reform measures as achievement of schemes, external parameters such as government supply &regulatory provisions and financial parameters such as Cost Coverage Ratio, receivables, payables, sustainability etc. The rating methodology focuses on stimulating and improving operational and financial performance of distribution entities. The methodology adopted helped to assess the performance and awarded marks to various performance parameters of these utilities. In few parameters marks have been assigned for current levels as well as relative improvements in the times to come. The Integrated Rating methodology for State Power Distribution Utilities is developed by the Ministry of Power to provide an integrated view.
The methodology was developed keeping in view the poor financial health of State Distribution utilities and the need to base future funding on an objective rating mechanism. The main objective of developing the integrated rating system for the state distribution utilities is to devise a mechanism for improving their operational and financial performance. This rating system is an attempt to facilitate a uniform and harmonized approach to the rating of State Power Distribution Utilities by Banks and financial institutions. Financial performance helps in forecasting the future growth potential of the respective sector and the need of additional funds required.
SCORING METHODOLOGY
Scoring methodology plays an important role in rating and credit analysis. Here, a brief discussion of scoring methodology is done including the main contents and mandatory areas 'of finance and operational efficiency for the year 2015-16. 
Integrated Rating Methodology for
Financial Parameters
For evaluating the financial performance of the state distribution utilities various accounting terms and ratios have been used. These includeRevenue realized from sale of power+ other income +subsidy received Coverage Ratio = ---------------Total expenditure booked Net input energy-energy realized* I 00 
Total
BRIEF DISCUSSION
The financial performance parameters like cost coverage ratio, audited accounts, Sustainability, AT&C losses, financial planning are significant in determining the rating as these directly determine the viability of the utility. The other important factor is sustaining the financial health and could be achieved through an efficient regulatory practice. The parameters include issue of regulatory guidelines, issue of tariff guidelines, timely filing of tariff petition and timely issue of tariff order. Other parameters relating to timely submission of audited accounts, metering, IT & computerization, no default to Banks / Frs, renewable energy purchase obligation compliance etc. It is essential that state governments and power distribution utilities adhere to certain minimum requirements which are mandatory as per law. The methodology adopted therefore proposes to introduce negative marks for non compliance. In the absence of negative marks such parameters would have led to assigning of some weightage to minimum eligibility criteria at the expense of parameters which can distinguish merits of rated utilities. The parameters assigned negative marks include non-auditing of accounts, SEB unbundling, nonfiling of tariff petition, untreated revenue gap, deterioration in AT&C Loss, increase in payables, regulatory Asset, negative networth. The negative marks for such parameters give necessary depth and flexibility to rating methodology.
Grading scales for utilities
Appraisal of Grades Awarded by ICRA/CARE for the year 2015-16
Awarded "A+ Grade" 
MAIN FINDINGS IN GRADING UTILITIES
An analysis of grades awarded to 41 state power distribution utilities in India is presented on the basis of their performance and efficiency. It is based on various important parameters both financial and operational. Cost coverage ratio for most entities (25 out of 41rated) remained low «0.90) due to substantial increase in expenses and non-cost reflective tariffs. The median Cost Coverage has however improved marginally to 0.87 during the fifth rating exercise as compared to 0.85 in the fourth rating exercise. Overall 23 power distribution entities (out of a total of 41) have shown improvement in their cost coverage ratios. Out of these, 6 Discoms have shown improvement of more than 10% in their cost coverage ratio. Out of the 14 Discoms reporting decline in cost coverage ratio, 3 have shown decline of more than l0%. 
RECOMMENDATIONS AND CONCLUSION
Indian Power Sector has emerged as the most dynamic sector In the economy. It has proved its potential of being a transformation agent for the country. Thus this sector will enjoy greater growth opportunities and autonomy in future. The State distribution Utilities playa vital role in effective power supply in the country. But in current scenario the power distribution sector is gripped by financial losses and operational inefficiencies. This issue needs to be resolved on priority. The performance and financial health of power distribution utilities have tube improved and strengthened for future requirements. To conclude the operational and financial efficiency of total 41 state power distribution entities is presented in a comparative integrated view. Some entities have shown marked improvement in performance whereas some are still struggling for achieving the same.
FUTURE COURSE OF ACTION
The future research in this area should focus on impact assessment of initiatives and reforms on power distribution sector in terms of reduction in losses and operational inefficiencies. Other relative aspects are to be studied which have not been explored so far. The inter-state rating comparison and efficiency criteria of state distribution utilities can be of immense use for policy and decision making.
